by EDITH T. BURTON

onarterly Estnnates of State Personal Income:

THIE report introduces s new hody
of regional economic dsata: quarterly
estitnates- of total personal income, By
States, adjusted for =essonal variation.
The series is desipned o messure
shori-term changes in economic activity
and purchasing power on a géographic
basis. Inparticular, the quarterly daia
should provide a finer measure For
gaging the Impact of the business cycle
on the States and regions than has been
possible up to now through the use of
annus statistics alone.

The series prasented bere begin with
the first quarter ¢f 1965 and continuwe
through the second quarter of 1966.
Estimates for the thivd quarter of thie
year will be published in the Jaouary
1987 Survey, and those for the fourth
quarfer it the April Svever.!

Ths April iseus of the SurveEy wWill
carry preliminary annual totals for the
preceding year derived as the sum of
the four guerterly estimates. 'These
totals will be replsced in the August
SurveEy by estimates based on more
comprehensive and reliabls annual data.

A historical quarterly seriesz extand-
ing back to 1948 ynd showing some
detail on industrial sources of income
will be pubhsbad in a special article
during the coming ]naa.r

Personal income in mid-1966

For all States combined, total per-
sonal income Tose from s seasonally
adjusted anpuel rate of $550 billion
in the finsl quarter of 1965 to %560

VTl quatterly satimates of S parmmal lcoms wery
Fobiia In connecthm with mimbarsable wak that 0OBDE
in dolugy for Hhe Wakir Resturses Connel), and oe et fundsd
bearod-ths coment foaal year..
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billion in the second quariesr of 1968,
& gain of 334 percent.* Over the same
period, sll Siztes but 1 exgperienced
ineome inceeases, which ranged from
1 percent in 0 Siates to § parcent in
Washington; s dozem States showed
gaing of 5 to 7 percent. Ondy in
Idabo was total income in the second
querter of this year below the 1985
fourth-quarter rate, and this decline
reflected & reduction in fam income

" from the unususlly high peak resched

in 1865; nonfarm income in Tdabwn
rase aé the national rate.

Over n G-month span, many Siate
changes in income are the result of
random, temporary influences, and
regional patterns of change tend to be
Murred. However, the effocts of cer-

tain influences on rates of income change

were evident in 8 mumber of States.
Changes in farm Income were the major
devalopment that csused cleady de-
fined geographic variations in the
income How during the first two
qusrters of this year.” Declines in
pgriculiamal mceome temded to livnik
the ncresse in personal income in the
agricultural portions of the Greab
Lakes, the Plains, and the Rocky
Motmtaﬁ:l regions. As o result, per-
sonpl income in these three: rug-mns
showed ‘the amalleat rala.i;w gains in
the Nation. Conversely, mutmma in
farm income bolstered the ingomme How
in the Southeszt and Far Wast. These

“two regions and New England scored

the top-rspking advances in persomal
income duoring the first half of 1066,

Other factors responsible for sig-
nificant chanpes in the rate of income
growth include a reduction in military
personnel in a number of States, the
pick'up tn wiverift produvction in Wash-

!Tluuuhﬂrlli art lower than nabinna]
mhm %wmmmum

A New Series

ington, and c]iangas in amtomohile
prodoction in several Orent Lakes
States,

Regional changes in 1966

The fastest regionsl Income Iises
from the last quarter of 1965 o the
second of 10868 was in the Far West,
The top-ranking income gain in this
region, in Washington reflectad mainly
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Charze in Persosal Income by Regions
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the direet and indirect effects of ex-
pended - aireraft ' production. Espe-
cially imporiant was the boost provided
by en inerense in the payrolls of con-
giruction firme working on' aireyaft
produetion” facilities; the othér three
States of the Far West—Oregon, Ne-
vada, sud Caelifornia—scored gains
semewhat hettm' than t-ha -national

“tonrist-orianted

SURVEY:OF CUERENT BUSINESS

nverage. In: Oregon and - Californis,
mereases wers general thronghout the
sconowsy; in Nevads, the important
werviee industries
provided the: main- impetns. In each
Btate of the Far West, the 1946 incomne
spurt followed a hqluw-avaragﬂ gam
durmg 1965.

The aamnd largest Tegionsl expan-

Tahle L—Tml Perm:.] Inmcome, by Stntu and Regione
(D o of Dollarl)
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"sion so far this year hes been -in New

England. -Here, the principal factor
was & T-percent ¥ide in personal inconts

in Connecticut; axcept for a dip in the
third querter ‘of 1965, this State has
onipaced the national rate of expansion
m each quarter sincs sarly 1965.
Mozt other New England States wers
cloge to the nationsl rate of incrange,

" Fhe Southeast's comparatively small
adge over the rest of the Nation in tha

.rate of income gaim in the firat &

months of this year reflacted betier-

‘then-average -farm marketings; non-
* farm income in the Southeast rose 8t the

national rate. The comparative strvmgth
in farm marketings was . especially -evi-
dent in North Carolina—ivhich repis-
tered = T-percent gain in total income—
as well as in Eentucky, Arkensas, and
luhsmmpp: In part, North (arclina's

" experience reflects a recovery from the

sizhble decline in faym income in. the
preceding “ year. - Lower farm income
and dedines in Federal payrolls wers
mainly responsible - for below-average
income gaina In Floride and South
Carolins.

The 13966 mm‘rma thnnga in. the
Southeast stends in contrast to the
aren’s experience in e preceding four
quarters, when income advenced more
fapidly than in any other region.

Income gains in the Mideast and
Southwest closely approzimated those
in the conntry ss a whols, with only
Maryland and Arizons showing sig-
nificantly above-average gains and with
Delawase and the District of Columbis
falling eppreciabiy shert. In Delawars
and the District of Columabia, the level-
ing off that occurred in the first half
ufthmymfnﬂowednmpxdnmdmg
1965,

The amallest income gains during the
first half of 1966 were in the Great
Lakes, Flains, aud Rocky Mouniain
regmnﬁ. Inmﬁhufthmnrms,dec]im
in farm income limited the rise in total
income, particularly in Iowa, Missouri,
Nebrazka, Eaneas, and Idsho. In addi-
tion, a decline in sutomobile prodection
dampened the income inerease in Mich-
igan and Indiana. ' :

Techmcal Nntﬂ

The - seasonally adjusted quarterly
estimates of personal income presented

in this report ere the product of two
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separate methods. - The first method

vrolves the preparation of celimptes
tor the quarters of the precading calen-
- dar year—in this instancs 1865, These
are derived by allocating the annual
totals of the wvarious income com-
ponents in each Btate to the quarters
of the year by means of seasonally
adjusted allocating series.
The main dats source used in allo-
cating annual totals to the quartsra of
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indicators to extend the estimates for
the fourth quarter of the precading year
into the carrent year. ‘These indicators
are generally the same as the series wsed
in sllocating the annual totals with o
major sxeeption. Wages and saluries
are currently estimated from Bureau of
Labor Statistics’ Stats data on State
enuployment; esrnings information is
also nsed in those industries for which

tha preceding year iz the wage and

salary information obtained from State
unempioyment iosurance programs,
For each Btate, quarierly wiges and
silarien in the verious industry divi-
siops and in the major twodigit indus-
tries ore firsé sensonally adjusted  and
then used to aliocate the. appropriste
azpual wage and salary totals smong
quartexrs. Components measared in
this way aceount for an average of
60 percent of totul inenme.

Data somewhat less well suited to
quarterly income measurement are used
to aflocate the annual totals of other
items of income that account for another
15 percent of the total. In this cete-
gory are ineluded tha following com-
ponents:  unsmployment ~ inaurance
benefits, railroad payrolls, military pay-
rolls, proprietors’ incorme—hoth farm
und nonfarm—supplementary labor in-

come, and personal comtributions for

sogial Insurance. For the first three
components, date directly measuring
the quarterly distribution of the item
in each. State are awailable. After
sspschal adjustinent, these date are
used as allocators.  Sensonally adjusted
cash receipts from farm marketings are
used to allocate annual State sstimates
of net farm ineowne, while the seasomally
adjusted quarterly wege snd salary
series already described are used to
allocats nonfarm proprietovs’ income,
supplementery labor income, and per-
sonal contributions.

The remsining comyponente—prop-
_erty income, State and -local govern-
ment wages, and most teansfer pay-
ments—which together sccount for 25
percent of total income—are allooated
to the quarters in aceordance with the
nationsl pattern for each component.

The second method concerns the
preparation of incone eztimates for the
guarters of the current year—in this
instanca -the first two quartars of 1966.
These are obiained by wsing relsvent
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it is available. _

It should be poted that there i= ne
unadjusted counterpart to the season-
ally adjusted series; hence, there ara no
overafl indsxes of sessont] adjustment.

The lack of an unadjusied series is
due to the feet that certein of the
national series used to allocate annual
totals 1o the quartars ave svailable on 5 -
spasonally adjusted basis only.

Table 2.—Indexes of Juartexly Changes in Personal [neome, by Seatea and Reglons

y Adjusted
First qnarter 1068 sqnils 198 ! Foorth qoartsar 1945 eqoale [F
Biwts and Reglon 1948 14986 1985 1044
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